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REVIEW OF THE WORLD SITUATION AS IT RELATES
TO THE SECURITY OF THE UNITED STATES

1. Soviet Confidence and Westerm Uneasiness.

Rocent devalopments, particularly in the Far East, Burope, and within
the US have increased the ®nfidence of the Soviets in the strength of
their power position as compared to that of the US and the West. The
signing of the Sino-Soviet defense allisnce, the critical status of the
French in Indochina, internal dissension in South Asia, the revival of
neutrality sentiment in continental Westem Eurcps, and influential, though
wofficial, demands in the US for a renewed effort to seek a modus vivendi
with Moscow may cause the USSR to conclude that current conditions favor
more aggressive pressure in all sensitive areas. Moscow may well estimate
that at no time in the past two years has it been in such a relatively
strong position to extend its influence by all means short of war.

The USSR may interpret the current uneasiness in the US over a
potential H-bomb armaments race, added to the present atomic weapons
contest, as an indication of wavering US determination to oppose Soviet
expansién in areas where definite US commitmenta would not be challenged.
Soviet propaganda is already exploiting these indications of U5 anxiety.

Tn pursuit of its drive to divide the West, the USSR is attempting to

foster latent fears among US allies that US public opinion mey force a shifw
in policy. At the same time the USSR is capitaliszing on 1ts improved power
position to encourags 2 policy of neutrality among all nations.

However, ths USSR probably regards recent defeatist tendencles among
the fres peoples of tho European continent as one of the West's nost
vulnerable points. Although officisl support. for NAT and MDAP has not
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weakened — in fact the French and Italisns are firmly dealing with Come
munist efforts to interfere with S military aid shipmonts «= yot a
public skepticism of the adequasy of Western defense policies under
present. circumstances is becoming evident in Northern and estern Burope.
Since the signing of NMAT nearly a year ago and its implementation through
MDAP < only commencing to becomo visible now = important changes have
occurred in the relative military potentials of the US and the USSR,
Soviet acquisition of the atomic bemb soonsr than anticipated and parti-
cularly the recent US H-Bomb amnouncement has dramatized the horrore of
such an arms race with its catastrophic possibilities. Stirred by the
consequences of such a conflict between the two great powers, Europeans
bave recently begun %o question whether the altered balance of power has
invalidated the security assumptions of a year ago. At that time, the US
monopoly of atomic weapons appeared to counterbalance Soviet auperiority
in conventional armaments. EHuropeasns believad that they had sufficient
time to0 rebuild their military strength before the USSR could offset the
S atomic capability. MNow they are aware of the rapidly developing Soviet
war potential at the same time that the US scems unliksly to aceelsrate the
bullding up of its own and Western Europe's military power, Under these
elrcunstances, with Comunists in control fram the Pacific to the Elbe,
there is less cm’ifidence in US abllity to contain such a vast expansa of
Soviet powar,

In addition, continental Europeans, 'reflecting the psychological
effects of two world wars » 8T8 oncs again revealing a sense of hopeleassneess
in their capacity to affect the outcome of a struggle betwesn the two great
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world powers. Always conscious that their countiies have bsen the main
battleground in these global conflicts, they have besn giving expression
to fears that, by incressing their military strength, they may be placing
their countries in the forefront of the fight.

Despite these feelings of frustration and despair, European govems
mentel leadsrs recognize the lack of reszlism in such neutrality semii-
wments and fully understand that political and military tiee with the US
provide the only alternative to their countries bscoming Soviet satellites.
Nevertheless this popular wmwasiness and longing for a more reliable form
of security will remain close to the surfacs in Furops. It can best be
dispelled by improvement of economic conditions and hy constant evidence

of firm US determination and ability to resist Soviet aggression,

2. Implications of the Sino-Soviet Treaty.

After two months of negotiation the signing of the Sino-Soviet treaty
in Moscow on 1k February formally allled the two greatest Communist
powers. Whether the Peiping regime will bs content with its role as a
Jjunior partner, and whether the alliance will survive whatever discontent
may develop, can only be revealed by the unfolding of events. A% present,
prospects appear favorable for a working arrangement to be maintained
betwesn the USSR amd China, probably including coordinated plana for further
Communist advances in Asia. The published terms of agreement indicate that
Moscow, smarting under the deviation of Titoism and cnhscious of the stakese
in China, recognizes the neceasity of according the Chinese at least the
outward aigns of a world power representing more than four hundred million

peopls.
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Soviet sensitivity to Chiness nationalist sentiment ie reflected in
the treaty's published provisions, but the crucial issus is the implementa-
tion not only of the treaty but also of the unpublished agreements which
wors presumably eoncluded at the same time, In essance, the question ims
whether Soviet doctrine will permit the USSR to move slowly in its effort
to transform Soviet influence into Soviet control, and whether the USSR
will be successful in convincing the Peiping regime that 3t is not being
treated as a Satellite. If, as Moscow's relations with all other Com-
munist states would strongly suggest, the USSR attempisrapidly to estab=
lish its control over China, it may provoke such serious resistance as to
threaten or even to destroy the present alliance. However, if thas USSR
proceeds gradualiy, it will probably be able to minimize Chinese dissidence
until such time as the Russians can deal with it effectively. In either
event, Moscow can be expected to encourage the Chinese Communists to re-
duos and finally to eliminate US influence in China. Under present ciroum-
stances, the USSR will attempt to utilize US status in Japan, US non-
recognition of Meo's government, and association with the French in Indow-
¢hina to oropagandiza the idea that Commmist China's destiny liea with
the USSR,

By reviving fears of Jspanese canquest and implying the association
of U3 "imperialisth aggression, the published trenty of mutual defensa,
wilch mersly formalized the previous defensa relationship of the two
powers, is intended to quiet Chinese distrust of Soviet intentions., But,
in preparation for the contingency of war with the 65, it is probable that
secret agreements will enable the USSR to establish a closer working relation-

ghip with the Chinose military establishment. dJoint development of Chinase
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naval and air bases as well as Russian suporvision of Chimese technical
training especially in aeronautics would appsar to be mutually advantageous.
Although Chirese nationalist aspirations are recognized in the publicised
daciagion for the return of Porb Arthur, Dairen and the Changchun railway

%o Chinese controcl, those provisions need not becoms effective until

1953, at which time the USSR may invoke the military clauses of the pact,
and an allsged threat of war, to retain these strategle assetis.

The five year $300 million cradit for the purchase of Soviet capital
goods may culminate in the successful establishmen’ by the USSR of its
influence over vital segments of the Chinesse econowy, On the basis of
practice adopted in satellite dealings, Soviet trading firms, as well
as techniclans and advisers in Chinese industry, are expected to be estab-
lished, If the Soviet credit is entirely devoted to indusirisl and raile
way equipment, as stated in the published agreement, it should apprecisbly
assist an economy that is not sufficiently stabilized to absord huge
amounts of capital invesﬁmnta Howover, if the USSH adopts the procedures
followed in credits granted the satellite countries, thon the Soviets will
overrate the vaiue of their goeds, will deduct the costs of their technical
advisory service, and will levy exorbitant transport charges. Thus the
amount the Chinecze receive would be substantia]ly reduced, and the agreo-
ment would bscome & gource of friction between the two govermments. In
addition to the Soviet credit, trade missions from Poland, Czechoslovakia
and Eastern Gemmany probably will arrange small barter deals exchanging
Chinese agricultural prdducta and minerals for Industrial gocds.
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In Menchuria the Soviats would seem to have consolidated thelr pre ‘
position, No mention was made, however, of the price they may expsct when w
the time comss t0 tum over their present holdings in Dairen and Port
Arthur, Although the published agreement did not refer te Sinkiang, 1t
would ssem probable that, sinoce a Sinkiang delegation was present in
Moscow, the USSR has been granted rights to develop, together with the
Chinsse, the natural resources of this area,

Becavse of its care to avoid indicatione of territorial aggrendize-
ment or Russian domination of Chinese territories, tho USSR is likely to
disguiss its peretration of the Peiping administration as much as possible.
The ostersibly benavolent terms of the treaty have creatad an atmosphere
favorable to the steady extension of Sovist control over the Chinese Com~
munist Party appamatus, secret police, ammed forces, and other important
ministries. In addition, the Stalinist leadership of the Peiping regime
has gained inoreased prestige from the new treaty, and may soon taks
action againat some anti-Soviet elements in the Party.

On balance it would appear that the USSR, mindful of previcus failure
in China and conscious of the importance of a Chinese Commmist ally as
a bulwark against US power in the Pacific, will conbinus, both cautiously
and with determination, its plammed infiltretion in Chinese political,

military, and economic affairs,

3. Indochina.
While Communism increases its control over China, Western efforts

to contain its apréad to Sontheast Asia have cenfered on Indochina. The
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pressures there have now raached such proportions that there is a
question whether any method of US aid can be devised, outside of wn-
limited commitments of US resocurces, that will enable Bao Dai, in view
of his associatlion with the French, to establish a firm regime backed
by non~Commmist Vietnamess.

Communist control of Indochina can be prevented only if the Vietnamese
are convinosd that real independence can be achieved through Bao Dai and
not through Ho Chi Minh. The opposite opiniecn now prevails in Vietnam.
French imperialism is familiar and present. The slimination of French
control is cbviously prerequisite to independence. It is not so obvious
to the Vietnsmese that Ho's victory would substitute Soviet or Chinese
imperialism,

The crux of the matter is the position of France in Indochina. So
long as the Bao Dai regime is dependent on French military protection
and apparently subordinate to France, it cannot carry cenviction as the
means of achieving independence. A settlement betweon France and Vietnam
comparable to that between the Netherlands and Indonesia might have succeeded
if it covld have been reached several yesrs ago. The present sltuation
differs from that in Indonesia in that Communism already has a firm lodg-
ment in Vietnam as the champion of independence. Even with US aid,; the
Bao Dai regime could hardly survive an abrupt withdrawal of French forces.
It is atill conceivable that the situation might be saved by a grant of
genuine indspendence and an orderly phase-out of the French,

It is highly improbable, howsver, that the French could be persuaded
to act with sufficient speed and decision. They have heretofore resisted
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all demands for new concessions to Vietnam on the basis that “unrealistic
nationalist sppetites®™ in Indochina would be stimulated and g severs
pollitical crisis would be provoked within France where it is felt national
prestige is at stake. In addition the French Qovermment fears that such

a precedent would lead to similar demands throughout other arsas of the
French empire,

Ho's recent request for Yngoslav recognitien in addition to that of
all other nations may well have been dictated by intemal political
factors. To retain the adhsrences of non-Commmist nationalists , it io
nscessary for him to demonstrate an &pparent freedom from Soviet control,
Moreover, like other Commmnist leaders who hawve fought for matiomal
independence, he may well bs disposed to resist any foreign demination
while carrying out a Commmist program of intamgl reform,

I, Instability in South Asis.

The value of South Asia as a bulwark against expanding Asiatic
Ceamunism continues to be impaived both by India's attitude of detache
ment toward the problam and by Instability within the area. Even ‘though
the Indlan Goverrment is strongly opposaed to the Communistsand has been
disturbed by the approach of Cammmmnism to its borders s Nehru has persisted
in his policy of aloofnees toward the struggls between the Communist bloe
and the Weat. Ha views such Asiatic Commmists as Ho Chi Minh ag opponents
ol colonialism rather than as likely precursors of Soviet imperialism and
consequently disapproves of Western support for Bao Dai in Indochinao
So long as Nehru is not alicnated by the truculence of the Chinese Communists ,
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his determination to maintein good relations with them probably will
not be waakened materially uniess India finds itself contronted with
major Cammmist pressures 'ﬁm Tibet, a threat to the independence of
Nepal, or a govermvent in Burma which is not only Communist bub clearly
dominated by Peiping or Moscow,

At the same time, tengions within the South Asia area have became
more intense. Thes Kashmir dispute is still unresolved, and intensive
aconomic warfare between India and Pelkistan has periisted for neariy
8ix months. In addition, bitternsss between the two states ‘has been
recently inflsmed bty a series of Hindu-Moslem outbrasks in ths domsely
populated border provinces of East and West Rengal ~ disturbances which
if renswed under the stress of mounting economic hardship might conceive
ably touch off 2 wave of communal violence throughout the subcontinent.
'rhem‘ is little likelihood that India would actuslly send trocps across
the Pakistan border lnto East Bangal. However, India®s violent exprossions
of concemn over t.he gafaty of its Hinda co-ra]igimiéts there serve ab
least to encourage in Pakistan the strong undercurrent of belief that war
provides its only hope of preventing dismemberment and eventusl strangula=
tiéng Thus a resort to open mrfara;, perhaps as early as this sprjng,
remains a constant passibil:!.tyo

Pakistan has at the sane time become rore deeply involved in. its cold war
with Afghenistan, to the obvious advantage of India. In reply to Afghanistants
persistent effort to stir up sentinent for an indepondent MPushtoonistan®
among Pakistants frontier teibesnen, the Karachi govermmsnt has now launched
-9 w
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a counter-propaganda campairm addressed not anly to its om tribesmen
but also to the‘ir racial brethren across the frontier, on whoss loyalty
the stability of the Afghan Govermment ultimately depends; in addition,
. the Pakistanis have eyed with interest sime of dissension in the Afghan
ruling group, 'rhua; though Pakisten and Afghanistan are unlikely to
engage in amed conflict, both are employing tacties which might be
follored by outbreaks among the tribesmon, particularly on the Afghan
side of the border.

In Iran, deteriorating economic conditions, causing ssrious distress
and unrest, have beon accompanied by increased activity on the part of
the outlawed, pro-Soviet Tudeh Party. Unless extraordinary relief
measures are taken promptly, general popular resentment could become
sufficiently widespread so that the goverment‘s authority would be
endangered. Meanwhile the Tudsh Partsr, vhich has been receiving finanoial
and moral support from the USSR, will continue to exploit any cpportunity
to undemine the present regime.

llaarmhﬂe; the prospects for stabilization of the Palestine situation
remain far from good. The government of Israel and King Abdullah of
Jordan recemtly took a major step forward by tentatively agrseing in
prineiple on a five~year non-aggression pact which would restore normal
commercial relstions betwsen the two countries while avoiding the question
of a territorial settlement, But refusal of a Jordanian Cabinet to accept

responsibility for the treaty has apparently blocked further progress, at
lsast until after Jordan's April elsotions,
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S, The Oreek Fleotiom. .

The Greek elections held a.‘_l‘. the beginning of this month did little
to promote the increased stability toward which US efforts there are
directed. The Greek peocple, expressing their pclitical preferonces for
the first time =ince the troubled days of 1946, rendered an essentizlly
divided verdict daspite the strong support accordsd the lefiw-center
group under Plastiras. The effactivencss and stability of any coalition
gova_nnsm‘; which is8 formed will be impaired by the difficulty, in the
face of a strong opposition, of reconciling tha demands of ite several
nearly equal components. Indeed, it is quite possible that no viable
combination will emerge, thus necessitating the calling of new elections .
in which the divisive issue of the King’s rols in the govermment might
be revived.

60 IEOB]BV&BQ
With the coming of spring weather, Yugoslavia probably will be

subjected to increased Cominform pressure of the kind resorted to in the
past., While Soviet lsaders may not expect such pressure to bring about
the early collapss of the Tito regima, they may well hope thus to hamper
the developmont of Yugoslav stability and to nsutralisze the effects of
Westem 3id, Moreowor, the USSR may believe that unless some action
towards these ends 1s teken in the near mture; econonic assistance and
moral sxpport from the West will soon rendor Tito a far more farmidable
problem than at pregent. While Soviet pressure is most likely to be cone
fined to guerrilla activity, sabotage and subversion, direet military

action is a continuing possibility.
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The USSR has sharpened its propaganda line against the Tite pgoverne
ment by emphasiszing the theme that he has become a "Fascist tool" of
Wostern "imperiaslism.® Although probably confident of its ablility to
prevent the. spread of Titoist doctrine, the USSR can never relax its
vigilance and must continue to purge suspected dsviationists in the world
Communist movement., If Titoism appears likely to extend to arveas where
Soviet control is atill incomplete but vital to Soviet power aima, the
USSR might resort to more sggressive methods.

The Yugoslav Government, for its part, is making gtrenuous efforts
to counter this Russian propsganda lins by asserting its polioy of Come
muniat orthodoxy and complete indepaendence of the West. Tibtols boldest
gesture in this sense was his recent recognition of the Asiatic Comamu-
nist, Ho Chi Minh. Thus, Tito is deliberately sirengthening his idoologi~
cal position in what may well be a prolonged doetainal conflict.

Tito?s status, both sconomically and politically; has improved,
Continued Western aid, of which the $20 million Export-Impori loan was
the latest example, has made it possible for the progrem of industrial
expansion to be daﬁbwd. However, Yugoslavia's ba_ianoa of payments
deficit still places a severe stmain on its foreign exchange resources
and necsssitates an intensive drive for marketable exports, with consequent
heavy domands on the population, So far the intensoly nmationalist Yugoslavs
have shown a willingness to make thsse sacrifices in the interest of survival,
In view of the fact that the Yugoslav econcay is basically sound, the gradudl
developmant of economic atability should stresngthen the govermment. Hevers.
theleas, Yugoslévia is still confronted by the serious problems posed by

)2 =

Approved For Release 2000/08/23 : CIA-BEFRE00059A000500100012-2



Approved For Release 2000/08/23 : CIAZBRAET-00059A000500100012-2

the necssslty o> proper allocation of its foreign exchange eamings
and export technical advice,

In proparation for the national elsctiona on 26 March, Tito has
"sought to consolidats his support among the mass of the pecple and is
placing greater emphasis on the Pecple's Froni,; which .mmpriaea over
half the population, Though a %ypical Commmmist control instrument, it
provides a mechanism which might oonceivably be used to allow non~party
alemente a more active role in the adninietrativq ag well as the pro-
ductive life of the country. The Yugoslav leaders have made it clear,

howsever, that no opposition parties will be tolerated.

7. German Unification.

~ The éi@ugg‘la betwean the USSR and the West for the cuntrol of

Germany is focusing on the growing sentiment for unification, For
three years Moscow has been utilizing various pol{‘!cal devices in
Eastern Cormmany to press for a unified nation., Morw recently the
National Front organization of the East German Republic has been making
contact with West Cemman politicians and organizations who ivagard the
uniting of the two Germanies as essentisl in order to restorv German
influence in Burope. This desire, as yot unorganized in a coordinated

movement, has recently been gaining ground in West Gernany in a variety
of circles,

The weak condition of the West German economy has accelerated public
demands for some political action that msy ease the serious wunsmployment
situation, Manmy industrialists and businessmen in the Federal Republic
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are increasingly inclined to look towards the East for raw materials
and markets, The pressure for the nftiﬁg of tﬁe Fedaral Republic's
embargo on steel deliveries to the East Gemané. has clsarly revealed
this attitude. In ®ntemplating the termination of the ERP two years
hence, West German industrialists believe thad their future econamic
sﬁbility can best be achlieved through a revival of their former trade
/tiea with Eastem Europe. A unified nation would; in thoir view,
aaécmplish this aim, |

Inoreasing oohesion can be anticipated among the rightist-nation-
alist groups that have been advocating unification under various
terss. In addition, organixations of intellectuals advocating nsutrali-
zation of a united Gemamr‘ in the Fast-West struggle have been gaining
strength. lany of the nationalist groups ; despite their anti-Communist
orientation, would not be averse in principls to coming to an under-
standing with the USSR or the East German Republic if they felt they
would strenthen their omn power in 2 united Gemeny. There is some danger
that such irresponsible groups may be able to enlist the support of the
ten million refugees and expellses in Westoem Germany who have not been
successfully assimilated into the mejor parties and who tend to favor
extremist solutions to alleviate their apparently hopeiess situation.

The only offective mesns of countering Communist and rightist-
nationalist propagands for unification muid appear to lie with the
present moderante west German parties and would consist in these parties
meking clear their possitions with respect to German wmity.
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‘The Free Youth relly of the East German Commnists in Berlin on
28 sy will be on indication of the attrection which wnity under Com-
mﬁnist lsadsrship holds for CGermans undsr Western controls At a mass
demonstration the East Germens hope to win visible support for their
form of Germen uvnification from the psople of West Berlin, The East
Germans and their Soviet sponsors are counting on the deterieorating
econamic conditions of the West Borlin workers to weaken their allegiance
io Western ideals. West Berliners have had their confidence im the US
shaken by the drop in West Germsn trade resulting from the Soviets?
continusd intarfarenéa with barge and truck traffic. Although the
Adenaver government hag subsidizsd the Berlin economy for some tims
under US prodding, it will now have a more imporiant reascn for doing
g0, Howsver, as long as the USSR =- apparently confident a$ this time
that West Cexmany will ultimitely join the Eastern camp ~- inaists on
unification under Cammnist direction, there will remain subsiantial

resistance in the Bonn Republic to the acceptance of any such terms.

8. Comssquencss of British Elsction.

Although the security of the US will not be directly affected by

the stalemate resulting from the Britich general elsction, the - 25X6

period of political maneuvering which preceded the election and which
hindered decisivs action at home and abroad ie likely to conkinue; one
or more general elections may be required before Britain obtains a gov—
ermment with an adequate parlismentary majority. No change in foreign
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or defense policies is to be expected, since both the Conservative and
Labor partiss are in essential agresment on them.

It is in the fisld of dorwstic policy that tl;e indecisive nature
of the eléction result will have the most adverse effects, In ths
presant parlismentary situstion, neither party is in a poeition to
pursue unpopular policies, and & middle-of-the road program may not be
adequate to combat inflation, with its comsequent effects on the British
internatienal position. A ron-committal, “caretaker™ policy is probabie,
especially since the Laborites need Liberal support. The f;rat ma jor
parliamsntary test of the naw Labor Governnent’s economic program is
1likely to come when Sir Staffard Cripps presents his budget in April.

Since there is no indication that either the Conservatives or Iabor
will enter a coalition, the Pwbebility i that a new elestion will be
held in the late simmer or earl;r autuwmn of 1950, Unless a new and
overshadowing issue should arise, there is considerable reason to be=
lieve that Britain may be perplexed for some time by govaments with
irsdequate majoritiss, The fact that 85 percent of the electorate
registered less than a three percent shift from the 1915 division of
Voles betwoen the two major parties indicates that no significant right-
ward movement in public opinion has occurrsd. The decisive defsat of tho
Communists and fellow travelers, howaver, aé wall as the‘aubmergenca of
the lsft-wing Labordtes in the party's councils,reveals that the British
voters oppose any extreme loftist direction of their affaire,
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9. W=Argentine Rslations.

There iz an increased possibility for an improvement in US-Argentine
welations that would advance US interests both in Hemisphere solidarity
and in Argentine economic stability, During past months, peraistent
economic dislocaticns amd the pressure of an increasingly striagent
financial situvation caused by shortages not only of dollars bufS also
now of sterling havs intensified Psron’s apprecistion of the nocessity
for at lsast limited economic collaboration with ths US.;, Although his
political commitments in favor of state control of induatry and his
dependence on the support of anti-US nationakliats" will make collsboration
difficult for Peron, recent events indicate soms pItgreas in this dirsction.

The head of Argentina’s National Economlc Council, for example, hao
suggested that a US-Argentine Treaty cf Friendship and Econemic Develope
ment might agsist in solving mutual problsws and in attracting foreign
capital, More recently the Argentine Government, now considering financial
assistance from the US Goversment as essentisl to improved eosucmic stability,
has offered certain assurances that it will revise its economlc policy so
as to qualify for such US aid. Even though present dollar earnings are so
reduced as to preciude any quick liquidation of Argentine doller arrsars
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to US firms, reguler paymonte were undsrtaken a few months ago, Peron
is now finally reccgnizing that he must satisfy the lsgitimate needs

of US business operating in Argentina, particulerly against the danger
of expropriation.
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